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Abstract 
In this thesis, we are going to investigate empirically what factors 
will affect and how they will affect the time on the market (TOM) of a 
residential property in Hong Kong. Candidates include some 
quantifiable physical characteristics of the house (such as the gross area 
of the house), the transportation network and other nearby public 
facilities (for example, the presence of railway system and police 
stations), and also macroeconomic factors during the investigating period 
(such as the gross domestic product). Our sample include over 11,600 
housing transactions from 1993 to 1999 of the most frequently traded 
housing estates in Hong Kong, the sample size and time span is much 
larger and longer than all the studies in the existing literatures. In 
addition, we will compare how these factors affect the Hong Kong real 
estate market and the real estate market in overseas. From the results, 
macroeconomic factors are more critical in affecting TOM in the Hong 
Kong real estate market while physical housing attributes is more crucial 
for other countries. In this thesis, we will also include how these factors' 
implication changes throughout the investigating period and we will 
examine the relationship between TOM and price ratio (asking price 
divided by transaction price) as what have been done in other literatures. 
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Section One Background Introduction 
The transaction of houses is a classic example of searching 
process between buyers and sellers. After a house is listed on the real 
estate market with the asking price marked by the seller, which may 
signal some of the characteristics of the house, matches between buyer 
and seller will start. Interested parties will start the bargaining process, 
and perhaps, come up with a sales agreement in the future. In this 
process, there are two types of uncertainties. The seller is uncertain 
about the demand function of the real estate market he is now facing 
with while buyers have incomplete information about the characteristics 
of the houses on the property market. These uncertainties increase the 
importance of setting a suitable asking price to attract potential buyers. 
In this transaction, both the buyer and seller have their own 
objectives. The seller wants to sell the house at the highest price and sell 
it as soon as possible, i.e. to maximize his profit and minimize his cost 
(as the time on the market is a cost to the seller). For the buyer, he/she 
wants to buy a house that contains the characteristics he values and pays 
at the lowest price as possible. During the bargaining process, both 
buyer and seller will try their best to achieve their goals. The buyer will 
propose a price lower than has been listed. The seller can either accept 
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or reject the offer and make a new proposal. After the bargaining 
process, the buyer may either walk away or come up with a sales 
agreement. In the sales agreement, it states the transaction price, i.e. the 
market optimal price for the house, agreed by both buyer and seller. 
In this paper, we want to investigate what and how are the factors 
affecting the time on the market (TOM). For TOM, we mean the 
number of days between the seller start listing their house in the real 
estate market and the date which the house is successfully sold. As 
noted in the abstract, we will also compare our results with those that 
have been done in the previous literatures and also check how the 
factors' implication changes throughout the investigating period. 
This paper will be organized in the following manner. The next 
section, section two is the literature review. Section three is the 
methodology, followed by the description of the data used in section 
four. Section five is the reports of the empirical findings and 
interpretations. We will compare our results with the previous literatures 
in section six and our thesis will be closed by the conclusion in section 
seven. 
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Section Two Literature Review 
It is well known that many investigations have been made on the 
time on the market (TOM). Some researches use TOM as an 
independent variable and examine the relationship between TOM and 
selling price in the hedonic pricing model. Others try to identify the 
determinants of TOM. This paper belongs to the second category. The 
literature is too large to survey here and this section will compare a 
selective review of some of the contributions made. 
• (Table 1 on comparison with the previous literatures is about here) 
In Kang and Gardner (1989)，1,877 transactions from 1982 to 
1986 in Central Illinois are collected and three questions have been 
asked. Firstly, the paper tests whether transaction price increases as 
marketing time increase. Under both linear and log linear regression of 
the hedonic pricing model, the Miller hypothesis needs to be rejected. 
The relationship between TOM and transaction price depends upon the 
conditions in the housing market. During the period of high interest 
rates, seller can wait longer and obtain higher transaction price, on the 
other hand, TOM will be shorter in the times of low interest rates. 
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Secondly, the paper tests whether overpriced properties, larger 
properties and older properties take longer time to sale. It is indeed the 
case for the overpriced homes and older homes, but not for larger ones. 
Lastly, the paper tests the interest rate hypothesis, that is, for 
properties of equal quality, marketing time changes with the level of 
mortgage contract rate. Unfortunately, R-sq in the model is relatively 
low and conclusion cannot be made. 
In Lee and Chang (1996)，they collect 5,347 transactions from 
1990 to 1993 in Taiwan. They use 3-stage least square to find the inter-
relationship between TOM and price ratio. Firstly, they show that a 
larger price ratio would increase TOM. According to their interpretation, 
a larger price ratio can be due to a high asking price which led to longer 
time on the market, otherwise, a large price ratio maybe due to a much 
lower transaction price. This happen because the seller's minimum 
acceptable price is too high, i.e., the seller don't want to give a great 
discount on the asking price, which also increase TOM. 
Secondly, they show that the longer the time that the seller agreed 
to list his house with the broker, the longer the time on the market. This 
situation happens because of the rational procrastination of the broker. 
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As the house is listed with a long period, broker would not be urged to 
find a suitable buyer until the listing days come near to the end. 
The paper also shows that with a longer time on the market, sellers 
are willing to give a greater discount on the asking price and this will led 
to a larger price ratio. This implies that time on the market and the price 
ratio is inter-related and depends on each other. 
Lastly, their paper shows that vacant house will have a larger price 
ratio because the opportunity cost of a vacant house is much greater than 
a house which is rented or lived by the seller. 
In Forgey, Rutherford and Springer (1996)，they collect 3,358 
transactions from 1991 to 1993 in Texas. On top of showing that a 
liquidity premium is priced in single-family home sales, they also 
include a model of TOM determinants. Age and size are found to be the 
dominant effect among all the physical characteristics of the house. 
Newer and smaller houses always have a smaller TOM. More expensive 
houses take longer time to sell. Increase in interest rates also increase 
the marketing time while unemployment rates have opposite effect. A 
foreclosed property, that is, the house has a recent history of financial 
distress, have a shorter TOM and significantly larger price ratio. Also as 
5 
an unoccupied house gives the perception of neglect or under-
maintenance, it has a longer TOM than an occupied house. Listing with 
a larger brokerage firm also can reduce the time on the market as larger 
firm has economies of scale associated with advertising and search cost. 
In Ortalo-Magne and Merlo (2000)，they collect 780 transactions 
from 1995 to 1998 in England. This section only focuses on their 
findings regarding TOM. Transaction price and TOM are found to be 
negatively correlated. The rate of arrival of offers and their levels 
relative to the asking price are the only determinants of the time to sale. 
Furthermore, sellers in a more active market usually make fewer and 
smaller asking price revisions. They usually experience faster and more 
frequent matches, more and higher offers, faster sales and higher 
transaction prices relative to asking price. 
In Anglin, Rutherford and Springer (2001), they collect 3,874 
transactions from 1996 to 1997 in Texas. They show that a higher 
asking price does not only increase TOM, but it increases TOM at an 
increasing rate. And the effect is magnified for those houses with a low 
variance of asking price. An increase in inventory, that is the changes in 
the balance of the supply and demand for housing, lengthen the time on 
the market. 
6 
Lastly, in Huang and Palmquist (2001), they collect 499 
transactions from 1974 to 1976 in Washington. They show that the 
highway noise has a significant negative impact on the predicting 
transaction price, its effect on TOM is not statistically significant. 
(Table lb about here) 
Table 1 provides some summary inforaiation for some of the 
previous literature. From table lb, we can see that prices and seasonal 
factors are important in affecting TOM. In section six, we will compare 
our results with those obtained by the previous literatures. 
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Section Three Methodology 
In this paper, we use two methods to identify the determinants of 
TOM. The basic model is a simple linear regression: 
TOM � = P ( t ) o + P(t)i P(t) + P � 2 L � + P ( t )3M� + 8(t) 
with P(t) represents quantifiable physical characteristics of the house 
such as the gross area of the house, L(t) represents /ocation factors such 
as railway network, and other public facilities (such as a police station), 
and M(t) represents macroeconomic factors such as the gross domestic 
product. £(t) is the error term in the regression, with p(t)i’I = 1，2，... etc., 
are the vector of coefficients obtained in the period t. 
We interpret the point estimate of p(t) as the market valuation of 
different attributes at period A change in the demand of certain 
attributes would reflect in a change of the values of (3(t). 
‘It can be interpreted as applying the hedonic pricing strategy on the time on the market of the 
transacted houses, rather than the transaction price of those units. See Leung, Cheng and Leong (200) 
for more discussion. 
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We also run a log-linear regression for TOM, as some of the 
literature suggest: 
In TOM � = P ( t ) o + p(t)i I n P � + p(t)2 InL(t) + P(t)3 I n M � + £(t) 
We will compare the results we obtained from the above two methods. 
We have also run the regressions which allow for interacting terms, and 
since the results are qualitatively the same, we put the details in the 
appendix for interested readers. 
Since our sampling period 1993 to 1999 is longer than most of the 
literature, we consider that necessary to take into consideration that there 
are changes in the government regulations and macroeconomic situation. 
Therefore, we split the whole sample to 14 sub-samples; each of them is 
equal in length (half-a-year). We compare that with the regression by 
using all the data in 1993 to 1999. 
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Section Four Data Description 
In this paper, we use the data of Hong Kong residential housing 
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market provided by the Economic Property Research Centre (EPRC). 
We only collect those data concerning houses that are for sale and 
exclude those for rental use. The duration used in this paper last for 7 
years, start from January 1993 until December 1999，which is longer 
than typical. There are totally 12,180 transactions and 11,612 
transactions with complete records remain in our data set. 
As the residential housing market in Hong Kong is prosperous, we 
only focus on the most frequently traded list provided by the EPRC, with 
about forty estates. These housing estates are listed in the following 
pages. They are also subdivided according to the district they are located 
(Table 2 on the list of housing estates about here) 
As stated previously, factors used in our regression can mainly 
divide into three categories - physical characteristics of the house， 
“On top of the EPRC, this paper also replies on many government documents for some 
macroeconomic variables and real estate agent websites for some physical characteristics of the 
housing units. See Lau (2000) for the details of the EPRC dataset 
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location characteristics and macroeconomic factors. They are listed in 
Table 3. 
(Table 3 on the factors used in the regression model about here) 
A. Physical Characteristics 
Factor 1 & 2: High/ Low Price Group (HP / LP) 
To compute the real transaction price per square feet, we divide 
each transaction price with corresponding monthly consumer price index 
CPI (A), and the corresponding area. We then subdivide all the 
transactions into 3 different price groups according to the real transaction 
price per square feet: the high price group, medium price group and low 
price group. We use medium price group as our control group in the 
regression and treat high price group (HP) and low price group (LP) as 
dummy variables in our regression. 
11 
Factor 3: Nominal Price Ratio (P-Ratio) 
'In each transaction, we divide the nominal asking price by 
nominal transaction price to get the nominal price ratio. 
Factor 4: Age 
We use the year the buyer gets into the transaction minus the 
operation year of the housing estate.4 According to our calculation, the 
age of some housing units are equal to 0 or even -1, which means 
advanced sale before completion. To focus on the second hand market, 
these transactions are eliminated and they amount about 3.5% of our 
sample. 
Factor 5: Floor 
The Economic Property Research Centre provides the data of floor. 
Many housing estates in Hong. Kong always have at least 30 stories high, 
and some people may regard units in upper floor have better views and 
are less noisy. In our data set, some of the housing units are on the 
ground floor. These cases contribute about 0.7% of our total data set and 
3 We use nominal price ratio instead of real price ratio because we will contain a inflation factor in our 
regression model. As real price ratio equal to nominal price ratio* inflation factor, so, we don't want 
to duplicate the effect of inflation factor. Besides, as most of the transaction done within 50 days, so it 
seems possible to use nominal price ratio as the inflation effect won't be large. 
In Hong Kong, especially in the early 90，s, the real estate market in Hong Kong is prosperous, many 
people treat houses as a kind of investment tool. Because of this, newly built houses or sale of pre-
built houses are popular, they are also frequently traded in the second hand real estate market. 
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they are deleted them in our regression for two reasons. It only occurs 
in those luxurious housing units. Also, some of the units on the ground 
floor are not purely residential but also used a retail store. Their 
existence may pollute the sample and bias the results and therefore 
deleted. 
Factor 6: Area 
The Economic Property Research Centre provides two types of 
data concerning area. They are gross area and net area. We use gross 
area in our model for two reasons. Only a small portion of the units 
contains the information about net area. More importantly, during the 
sampling period, there is neither official regulation nor professional 
ruling about the measurement of net area. Therefore, the "net area，， 
reported by the real estate developers are subject to bias and personal 
factors. To avoid yet another potential source of measurement error in 
the sample, only gross area is used. We aware of the limitation and can 
only proceed with the best data accessible to us. 
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B. Location Characteristics 
Factor 7 & 8: MTR / LRT fM5Q0 / L500) 
There are three major railways system in Hong Kong. The MTR 
is like the subway in New York City, with 44 stations and the KCR is 
like the railway system bridging Hong Kong and China, with 13 stations. 
The Light rail serves only the Northwestern portion of the New 
Territories. 
In this paper, with the help of “2000 Hong Kong Map”，we 
measure the distance between the housing estates and the nearest major 
railway station. Dummy variable “M500，，takes the value of unity if 
there is a MTR Railway station within 500 metres from the house. 
Similarly, dummy variable “L500,，takes the value of unity if there is a 
Light Rail station within 500 metres from the house.，Locating near to a 
railway system may treat as location convenience but also imply noisy 
environment. 
We could have also included another dummy variable "K500" for 
estates within 500 metres of KCR stations. However, there are only 2% 
5 Needless to say, the distance "500 metres" is somehow arbitrary and we have experiment 400 and 
600 metres as well. The results nevertheless remain and hence the text will focus on the case of "500 
metres." 
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of the samples being qualified for that. Thus, K500 is not very 
representative and hence not be included in our regression model. 
Factor 9: Bay (B5Q0) 
Also with the help of ‘‘2000 Hong Kong Map，，，we measure the 
distance between the housing estate and the nearest bay or harbour. 
Geographically close to a bay or a harbour may imply a better view or 
faster corrosion of the housing estates. A dummy variable "B500" is 
constructed to distinguish the effect of having a bay within 500 metres 
from the estate. 
Factor 10: Police Station (P5Q0) 
Housing estates locating near to a police station may give 
residents a sense of security. Another dummy variable "P500" is 
constructed if the nearest police state is within 500 metres of the estate. 
I 
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Factor 11 & 12: Hong Kong Island / Kowloon (HK / KLN) 
Geographically, Hong Kong can be divided into three parts: Hong 
Kong Island, Kowloon and New Territories. As listed in Table 2, we 
divide all the housing estates according to where are they located. We 
use New Territories as our control group in the regression and treat Hong 
Kong Island (HK) and Kowloon (KLN) as dummy variables in our 
regression. 
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C. Macroeconomic Factors^ 
Factor 13: Gross Domestic Product (GDP) 
We collect quarterly data of gross domestic product (GDP). These 
data are at constant market price of year 1990. We use the method of 
intra-polation to convert the quarterly GDP data into monthly 
counterpart. This factor can represent the general economic situation of 
Hong Kong at that period. 
Factor 14: Growth Rate of Loan (Loan Growth) 
Since the real estate market may be subject to credit rationing, it is 
instructive to use some variable to capture the loan market situation. It 
will also reflect what the forecast of the financial industry about the real 
estate market. We divide the monthly data of loan lending to the 
construction sector by the corresponding consumer price index CPI (A) 
to get real loan. Since the series of real loan is not stationary, we use the 
growth rate, which is stationary, for regression. 
6 All the data used in this section are collected in various issues of governmental documents. 
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Factor 15: Interest Rate (IR) 
One-year exchange fund note (henceforth EFN) is widely 
perceived that it is a risk-free investment since the Exchange Fund Notes 
are essentially the T-bills in Hong Kong. The interest rate of the EFN 
during the sample period is not stationary and hence we use the 
detrended EFN rate to proxy the opportunity cost of fund investing in the 
real estate market. 
Factor 16: Inflation factor (CPI Ratio) 
This is calculated with CPI(A) in asking month divided by CPI(A) 
in transaction month. 
Aside from the above factors, when we run regression with all the 
data, we include 8 “year dummy" variables. They are “1993”，“1994”， 
“1995”，“1996”，“1997” and “1998”. For example, if the transaction 
day is in 1993, year dummy "1993" will equal to 1 and others will be 0. 
18 
Dependent Variable - Time on the market (TOM) 
The time on the market, TOM, is the number of days between the 
listing day and the transaction day/ Adjusting for incomplete records, 
the sample shrinks 12180 successful transactions of housing estate to 
11612. The following tables provide more details. 
(Table 4 on the summary of statistics of our variables about here) 
(Table 5 on the distribution of sales over the investigating period about 
here) 
(Figure 1 on the details of TOM is about here) 
7 In our sample, some transaction records imply the value of TOM being equal to 0. They constitute 
about 0.6% of our sample and are excluded from the analysis. 
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Section Five Empirical Results 
A. Simple Linear Regression Model 
In this section, the results from a simple linear regression will be 
reported: 
TOM � = p � � + p(t)i P � + P � 2 L � + p(t)3 M � + £(t) 
(Table 6 on the empirical results by simple regression is about here) 
The discussion will be focused on the highly significant factors 
and the corresponding interpretations: the nominal price ratio, gross 
domestic product, growth rate of loan, growth rate of exchange fund note 
rate and the inflation factor. 
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I. Nominal Price Ratio 
(Figure 2 on the coefficients of nominal price ratio is about here) 
The coefficients of nominal price ratio is highly significant except 
in the first half year in 1996，even after controlling the inflation 
accumulated from the listing date and the transaction date. Nominal 
price ratio is negatively related to TOM before 1997. After 1997, the 
coefficients rise continuously and the nominal price ratio is positively 
related with TOM. 
The negative relationship between the nominal price ratio and the 
TOM, and even its change after 1997，may not be too surprising in the 
light of the market situation in Hong Kong. Before the Asian financial 
crisis in 1997，the real estate market is prosperous. The ratio of the total 
turnover over total stock is consistently above 10% and it is relatively 
o 
easy to sell houses. Sellers are reluctant to lower their prices unless they 
have very urgent financial needs or, their quality of their houses is low. 
To the potential buyers, they are unable to observe the (idiosyncratic) 
financial needs of the sellers. A lower price ratio may signal a lower 
8 See Leung, Cheng and Leong (2002) for more details. 
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quality in an active market. Hence, a negative relationship between the 
price ratio and TOM is generated. 
After the Asian financial crisis in 1997，the relationship between 
nominal price ratio and TOM is changed. There is s sharp decrease in 
the housing price in 1997 (for instance, the aggregate residential housing 
price index drops about 50%), and the aggregate housing price remains 
at a lower level after that. Many people might not expect much 
investment return from the real estate market anymore. In fact, the value 
of the housing units may drop further. Sellers intend to sell the houses as 
soon as possible and this change in selling strategy also alter the 
expectation of the potential buyers. Now，a lower price ratio may simply 
reflect an aggregate need of liquidity (a kind of "fire-sale") and the 
quality concern may become secondary. Therefore, as in the case of 
basic microeconomics, sellers who sell cheaper sell faster. In other 
words, a positive relationship between the price ratio and TOM is 
resulted. 
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II. Gross Domestic Product 
(Figure 3 on the coefficients of gross domestic product is about here) 
It is clear that the coefficients of gross domestic product 
constantly fluctuate. As shown in table 6b，50% of the sample do we 
observe a negative relationship between the GDP and TOM. The mean 
and the median of the point estimates of GDP on TOM is about - 2 and -
1 respectively. On the other hand, there is about 28.5% of the time that 
the point estimates are positive and significant, and 20% of time to be 
insignificant. It may reflect that the effect of GDP on TOM is not stable. 
This may because those who have the ability to buy houses are usually in 
upper class and they earn more than the average income of the society. 
This can explain why GDP is imperfect to explain TOM. It may await 
future research with longer time series to dictate the relationship. 
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III. Growth Rate of Loan 
(Figure 4 on the coefficients of growth rate of loan is about here) 
The point estimates of the effect of the Growth Rate of Loan on 
TOM usually are statistically significant. Interestingly, the relationship 
tends to be positive before 1997 but negative after 1997. In the 
following, some explanations are proposed. 
Recall that an increase in the growth rate of loan implies that the 
real estate developers would be able to build more houses in the next 
several years. It could impact the real estate market in several ways. 
Firstly, as people predict that the supply of houses will increase in . 
the future, buyers are more willing to search longer rather than rush into 
deals for existing houses, as they will have more options to choose in the 
future. This effect tends to increase the TOM. Secondly, people usually 
prefer to buy new houses than the second hand ones, for age or for other 
reasons.9 This effect also tends to prolong the TOM. This explains the 
positive relationship between the growth rate of loan and the TOM. 
9 There are good justifications for such preference. First, new houses may include new facilities not 
available in old ones, such as optical fibres pre-installed. Second, banks are more willing to lend 
when the underlying assets are new houses rather than old ones. 
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After 1997, the relationship between the growth rate of loan to the 
construction sector and TOM become negative. This means that with an 
increase in the growth rate of loan, TOM will decrease. What 
contributes the difference? Our conjecture is that during the Asian 
Financial Crisis, the aggregate housing price drops about 50% and the 
stock price drops in similar magnitude. Many potential sellers may need 
to liquidate their houses. An increase in loans translates into a possible 
further decrease in the housing price. The sellers would dramatically cut 
the selling price to speed up the transaction. Clearly, some potential 
buyers are attracted to that and the TOM is shortened, which leads to a 
negative relationship between the growth of loans and the TOM. 
Nevertheless, it should be notice that about 40% of the point estimates of 
the loan growth is insignificant. It means that we might need future 
research with longer time series to confirm the explanation proposed 
here. 
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IV. Interest Rate 
(Figure 5 on the coefficients of interest rate is about here) 
The point estiamtes of the interest rate is highly volatile. As 
shown in table 6b, 50% of the sample period displays significantly 
negative relationship, while 30% of time displays significantly positive 
relationship. And as figure 5 shows, the point estimate of the interest 
rate seems to display a cycle over the sampling period. There are at least 
two possibilities. First, the rate simply proxy the aggregate economic 
activities, and the cyclical behaviour of the point estimate simply proxy 
the underlying cyclical relationship between TOM and the aggregate 
economy. Second, the rate may represent the opportunity cost of holding 
real estate. Here is the elaboration. 
Housing is a major investment instrument and it is always under 
competition with other instruments such as stock and bonds (and the 
exchange fund note are essentially the risk-free bonds in Hong Kong). 
In other words, the interest rate is a proxy for the opportunity cost of 
holding cost, without adjusting for the risk. When investors have a 
positive expectation about the future housing price, the risk of holding 
real estate is relatively small. An increase in the return of intereste rate 
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simply represents that it trys to catch up with the housing. The sellers are 
confident that they can sell the houses at good prices, only need to wait a 
bit longer. TOM increases and this is the case for a positive relationship. 
Normally, however, an increase in the interest rate implies an 
increase in the opportunity cost of holding real estates and it motivates 
the sellers to cut prices, which leads to a decrease in the TOM. This is 
the case for a negative relationship. 
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V. Inflation factor 
(Figure 6 on the coefficients of inflation factor is about here) 
The point estimates for the inflation factor is always negative and 
statistically significant. And after 1997, the effect of the inflation factor 
has a tendency to increase. This should not be a surprise from the 
economic point of view. Holding the listed price constant, a higher 
value of inflation factor means that the real listed price of the housing 
unit decreases. The value of cash in the hands of buyers also decreases. 
More buyers are willing to purchase the unit. A match of buyer and 
seller is easily to be made and hence TOM decreases. 
After 1998，Hong Kong is in a period of deflation. People will 
expect the general price level will decrease, as well as the price of 
housing. Sellers prefer to sell their houses as soon as possible and this 
can explain why the TOM would be even shorter. 
Besides discussing the highly significant factor in the following, 
we will focus on our location factors. 
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For the location factors (dummy variables) used in our model, we 
consider whether those facilities presence within 500 metres from the 
house. To prevent bias in results if we arbitrary choose “500 metres," 
we do a sensitivity analysis for 
(a) when the facilities presence within 400 metres from the house 
and 
(b) when the facilities presence within 600 metres from the house, 
and the major results remain unchanged: the “macroeconomic factors" 
are the most important in affecting TOM, and the relationship between 
these macroeconomic factors and TOM roughly remain unchanged. The 
details can be found in the Appendix I. 
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B. Robustness 
To check for the robustness of our results, a log linear regression 
model is also run: 
In TOM (t) = p(t)o + p(t)i InP(t) + p(t)2 InL(t) + p � 3 I n M � + 8(t) 
with P(t) = physical characteristics of the house 
L(t) = location characteristics of the house 
M(t) = macroeconomic factor 
(Table 7 on the empirical results of the log linear regression is about here) 
(Figure 7 on the comparison between two regression methods is about 
here) 
From Figure 7, we can see that the simple linear regression model 
can provide a higher explanatory power as both values of R-square and 
R bar square is much higher. Besides, more point estimates are 
significant in the simple linear regression model. Thus, this paper will 
mainly focus on simple, linear regression model. 
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On top of this, we also run regression allowing for interacting 
terms in both linear and log linear regression. 
TOM � = p ( t ) � + p � 1 P(t) + p(t)2L(t) + P(t)3M(t) + P�4P1 � P 2 � 
+ p(t)5Pi � P3 � + ……+ 8(t) 
In TOM (t) = p(t)o + p(t)i InP(t) + p(t)2lnL(t) + _ InM(t) + 
p � 4lnPl(t)lnP2 � + |3(t)5lnPi � lnP3 � + ……+ £(t) 
Because of some statistical problems, only yearly regression can 
be done when using the interacting term models. The major results 
remain unchanged and the details are attached in Appendix II for 
reference. 
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C. Regression by running physical, location & macroeconomic 
factor separately 
To further diagnosis the regression, we run 5 regression sub-
models of the linear regression: 
1. Physical characteristics ~ only include age, floor and area. 
2. Nominal price ratio, high and low price group 
3. All location characteristics 
4. Macroeconomic factors ~ only include GDP, growth rate of 
loan and interest rate 
5. Inflation factor 
(Figure 8 on regression by running physical, location & 
macroeconomic factor separately is about here) 
While different groups of regressors are typically correlated to a 
certain degree, the results from the five sub-models would nonetheless 
suggest which are the major factors in explaining the TOM. From figure 
8，we can see that "price factors" and "inflation factor" are the most 
important factor in explaining TOM. 
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Inflation factor have high explanatory power can be interpreted as 
an evidence that the TOM is highly related with the general economic 
condition of the economy.� And the unusually importance of the price 
factors seem to suggest that the prices actually reflect the heterogeneity 
of different houses. The reflection is so well that the additional of the 
location and other factors in the full linear model, add only marginal 
contribution in explaining TOM. The real estate market might be more 
efficient than it is used to be perceived. 
iG We have checked the correlation between the macroeconomic factors; the results are attached in 
Appendix III. 
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Section Six Comparison with the Previous Literatures 
In this section, we will compare our results with those in the 
previous literatures. 
(Table 1 on the comparison with the previous literatures is about here) 
First of all, our sample is much larger and has a longer sampling 
period than the existing literature. As a result, this paper does not 
include seasonal factor, but instead run the regressions on a half yearly 
basis. The focus may also be different. From Table lb, it is clear that 
the existing literature usually focuses on physical characteristics of the 
house and does not include macroeconomic variables, while this paper 
finds that, at least for Hong Kong during the sampling period, the 
"macroeconomic and price factors" are the most dominant factors. 
Some institutional differences are also reflected in this research. 
For instance, previous studies typically include factors such as the 
number of bedrooms and bathrooms. It is possible for research based on 
the United States data but not for some Asian countries (such as Hong 
Kong). It is because in Hong Kong, house owners can remodel the 
34 
house at their convenience, and change the number of rooms without 
informing any governmental departments. 
It is interesting, however, to note that once we pool all the data 
together rather than on a half-yearly basis, some physical characteristics 
and location characteristics become significant in 95% confidence level, 
as found in the previous literature (see Table 6). It suggests that the level 
of time aggregation issue may indeed affect the results in real estate 
research." Needless to say, it will take some more research to confirm 
these preliminary findings. 
“ T h e time aggregation issue has long been recognized in economics. For instance, see Christiano and 
Eichenbaum (1987), Christiano, Eichenbaum and Marshall (1991). 
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Section Seven Conclusion 
In this paper, with the advantage of large data set and prolonged 
period of investigation, we modify the standard approach of identifying 
the determinants of the time on the market (TOM). By running 
regression on a half-yearjy, basis, we find that the “macroeconomic 
factors”，which are typically precluded in the previous literatures are the 
major factors of explaining TOM. In particular, the price ratio (between 
listing and selling) and the inflation factor (between the listing date and 
the transaction date) are the most important factors in the determination 
of TOM, while location factors are typically insignificant. However， 
when pool all the data together, some location factor becomes 
statistically significant. Two conclusions emerge. First, the inflation 
factor may proxy some deeper structural movement of the aggregate 
economy and the TOM is in fact determined by those aggregate 
economy variables, rather than literally the inflation factor. Second, it 
may suggest that the level of time aggregation would indeed influence 
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Table la: Comparison with the Previous Literatures 
Ortalo-
Kang & Lee & Forgey, Magne & 
Grander Chang Rutherford & Merlo 
(1989) (1996) Springer (1996) (2000) 
Method log linear 3 SLS log linear hazard model 
Period 1982 - 1986~ 1990 - 1993 1991 - 199^" 1995 - 19%" 
Sample Size 1877 5347 3358 “ 780 
Source Central Illinois Taiwan Texas England 
R square not reported 0.625 ^ not reported 
R bar square 0.1 not reported| not reported 丁not reported 
Anglin, 
Rutherford & Huang & 
Springer Palmquist 
(2001) (2001) Our Model 
Method hazard model log linear linear 
一 Period 1996 - 1997~ 1974 - 1976 — 1993 - 1999 
Sample Size 3874 499 — “ 11612 一 
Source Texas Washington Hong Kong 
R square not reported not reported 0.9016 
R bar square not reported |not reported! 0.9015 
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Constant 3.219 * 
[asking - transaction)/transaction 5.501 * 
asking price I transaction price 
asking price 
transaction price 
small price group 
high price group 
degree of overpricing 
deqree of overpricinq -- sq 
highest offer receive as a 




I(asking - transaction)/transaction 
asking price I transaction price 
asking price 0.450 
transaction price 
small price group 
high price group 
degree of overpricing 
degree of overpricing -- sq 
highest offer receive as a 6.607* 
proportion of asking price 
* Statistically significant at the 95% level 
** Statistically significant at the 99% level 
Forgey, Rutherford 
Lee & & 
Chanq (1996) Springer (1996) 
-3.59 * 8.40 ** 
5.8 * 
4.59 E-3 ** 
-0.037 * 
0.049 * 
Anglin, Rutherford & Huang & 
Sprinqer (2001) Palmquist (2001) 






Table lb: Comparison with the Previous Literatures (Con't) 
Physical Characteristics 
Forgey, Rutherford 
Kang & Lee & & 
Gardner (1989) Chang (1996) Springer (1996) 
small area group -0.012 
large area group 0.085 
area 2.93 E-2 * 
area -- sq -8.45 E-4 ** 
In (deviation from the median area) -0.008 
age — 1.82 E-2 ** 
age -- sq -3.72 E-4 ** 






Ortalo-Magne & Anglin，Rutherford & Huang & 
Merlo (2000) Springer (2001) Palmquist (2001) 
small area group 
large area group 
area 0.152 
area -- sq 
In (deviation from the median area) 
age -0.12 






no garage 1.16 ** 
* Statistically significant at the 95% level 
** Statistically significant at the 99% level 
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bedrooms -- sq 
2 bedroom -0.075 
3 bedroom -0.117 
4 bedroom -0.022 
5 bedroom 
bathrooms -0.058 





* Statistically significant at the 95% level 
** Statistically significant at the 99% level 
Forgey, Rutherford 
Lee & & 







Anglin, Rutherford & Huang & 









Table lb: Comparison with the Previous Literatures (Con，t) 
Seasonal and Macroeconomic Characteristics 
Forgey, Rutherford 
Kang & Lee & & 
Gardner (1989) Chang (1996) Springer (1996) 
winter -0.33 ** 
spring -0.2 ** 
summer -7.42 E-3 
^ 
interest rates trend 4.45 ** 
mortgage interest rate 
unemployment trend -1.51 ** 
Ortalo-Magne & Anglin, Rutherford & Huang & 
Merlo (2000) Springer (2001) Palmquist (2001) 
winter 
spring — -0.4359 ** 
summer -0.51 * “ -0.3280 ** 
fall -0.63 ** 0.0944 
interest rates trend 
mortgage interest rate -4.24 ** 
unemployment trend 
* Statistically significant at the 95% level 
"Stat is t ical ly significant at the 99% level 
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Table lb: Comparison with the Previous Literatures (Con't) 
Housing Market and Miscellaneous Factors 
Forgey, Rutherford 
Kang & Lee & & 
Gardner (1989) Chang (1996) Springer (1996) 
broker size -1.34 E-4 * 
inventory in housing market 
sales in a month 
market duration set with broker 0.057 * 
housing appliances listed 
‘ no offer 
houses have a financial distress recently 0.33 ** 
noise contour level 
Ortalo-Magne & Anglin, Rutherford & Huang & 
Merlo (2000) Springer (2001) Palmquist (2001) 
broker size 
inventory in housing market 1 -07 ** 
sales in a month 0-22 • 
market duration set with broker 
housing appliances listed 0.009 
no offer 0.832 
houses have a financial distress recently 
noise contour level 0.0530 
• Statistically significant at the 95% level 
** Statistically significant at the 99% level 
« 
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Table 2: List of Housing Estates 
Hong Kong Island 
1 Baguio Villa 碧瑶灣 
2 Beverly Hill 比華利山 
3 Chi Fu Fa Yuen 置富花園 
4 City Garden 城市花園 
5 Dynasty Court 帝景園 
6 Heng Fa Chuen 杏花村 
7 Hong Kong Parkview 陽明山莊 
8 Kornhill 康怡花園 
9 Lei King Wan 鯉景灣 
10 Pacific Palisades 寶馬山花園 
11 Parkvale 柏蕙苑 
12 Pokfulam Garden 薄扶林花園 
13 South Horizons 海怡半島 
14 Taikoo Shing 太古城 
15 Westlands Court 華蘭花園 
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Table 2: List of Housing Estates (Con，t) 
Kowloon 
1 Amoy Garden 淘大花園 
2 Beacon Heights 畢架山花園 
3 Laguna City 麗港城 
4 Pare Oasis 又一居 
5 Sceneway Garden 匯景花園 
6 Telford Garden 德福花園 
7 Village Garden 又一村花園 
8 Whampoa Garden 黃埔花園 
New Territories 
1 Belvedere Garden 麗城花園 
2 City One Shatin 沙田第一城 
3 Fanling Centre 粉嶺中心 
4 Hong Kong Gold C o a s t香港黃金海岸 
5 Kingswood Villa 嘉湖山莊 
6 Marina Garden 慧豐園 
7 Miami Beach Towers 邁亞美海灣 
8 Rivera Garden 海濱花園 
9 Sea Crest Villa 浪翠園 
10 Serenity Park 太湖花園 
11 Sheung Shui Centre 上水中心 
12 Sun Tuen Mun Centre 新屯門中心 
13 Sunshine City 新港城 
14 Tuen Mun Town Plaza 屯門市中心 
15 Uptown Plaza 新達廣場 
16 Villa Athena 雅典居 
17 Wonderland Villas 華景山莊 
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Table 3: Factors Used in the Regression Model 
Factors used in regression Symbol used 
Physical Characteristics 
1 High Price Group HP 
2 Low Price Group LP 
3 Nominal Price Ratio P-Ratio 
4 Age Age 
5 Floor Floor 
6 Area Area 
Location Characteristics 
7 MTR M500 
8 LRT L500 
9 Bay B500 
10 Police Station P500 
11 Hong Kong Island HK 
12 Kowloon KLN 
Macroeconomic Factors 
13 Gross Domestic Product GDP 
14 Growth rate of Loan Loan Growth 
15 Interest Rate IR 
16 Inflation Factor CPI Ratio 
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Table 4a: Summary of Statistics 
T O M (day) Age (year) Floor Area (sq.ft.) P-Ratio GDP 
Mean 301.67 7.05 14.89 775.83 1.073 194.03 
Median 81.00 6.00 14.00 745.00 1.039 195.00 
S.D. 460.73 5.19 9.93 268.47 0.261 14.16 
Max. 3002.00 22.00 45.00 2771.00 4.570 220.93 
Min. 1.00 1.00 1.00 136.00 0.234 159.24 
Loan Growth IR CPI Ratio In T O M In Age 
Mean 0.012 0.001 0.96 4.603 1.658 
Median 0.009 -0.003 0.99 4.394 1.792 
S.D. 0.060 0.090 0.07 1.566 0.813 
Max. 0.522 0.326 1.06 8.007 3.091 
Min. -0.324 -0.271 0.63 0.000 0.000 
In Floor In Area In P-Ratio In GDP In CPI Ratio 
Mean 6.609 0.044 5.265 -0.05 
Median 2.639 6.613 0.038 5.273 -0.01 
S.D. 0.919 0.288 0.228 0.074 0.08 
Max. 3.807 7.927 1.520 5.398 0.06 
Min. 0.000 4.913 -1.452 5.070 -0.46 
Table 4b: Summary of statistics (dummy variables) 
Factors No. in all sample Year No. of transaction 
M500 3338 1993 1512 
L500 1474 1994 1207 
B500 7631 1995 1596 
P500 6671 1996 2727 
HK 4257 1997 2319 
KLN 2920 1998 1280 
1 9 9 9 971 
Total 11,612 
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Table 5: Distribution of Sales Overtime 
Year No. of transaction 
1 9 9 3 1512 
1 9 9 4 1207 
1 9 9 5 1596 
1996 2727 
1 9 9 7 2319 
1998 1280 
1 9 9 9 971 
Total 11,612 
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Table 6a: Empirical Results by Simple Regression 
C o n s t a n t HP Age Floor Area 
1993.1 4502.22** -0.85 -1.90 0.38 0.11 0.00 
1993.2 4879.83** 5.01 2.23 -0.30 -0.12 0.00 
1994.1 5904.17** 2.18 2.93 0.08 -0.07 0.00 
1994.2 4054.52** -8.15** 3.55 0.15 -0.04 0.00 
1995.1 4601.29** -3.94 3.85 0.56* 0.07 0.00 
1995.2 6355.01** -5.61* 6.99** -0.21 -0.07 0.01 
1996.1 5307.13** 1.18 3.63 0.32 0.12 0.01* 
1996.2 5939.34** 3.34 5.01 -0.02 0.08 0.00 
1997.1 5998.20** -1.51 -0.42 0.50* 0.01 0.00 
1997.2 8627.48** 1.30 -4.63 0.26 -0.12 Q.QO 
1998.1 6098.76** -5.65 -6.50 -0.63 -0.48** -0.01 
1998.2 9757.90** -10.78 -10.21 -2.42* -0.09 -0.01 
1999.1 5115.47** -8.30 -33.09 -3.06 0.68 -0.06* 
1999.2 9143.36** -5.55 | 56.33 -1.07 1.57 0.06 
M500 L500 B500 P500 HK KLN 
1993.1 1.04 6.83 2.77 1.39 -0.85 5.08 
1993.2 -3.39 6.20 2.34 -2.04 -0.41 4.59 
1994.1 3.33 2.39 1.88 -1.99 -5.90 5.75 
1994.2 1.05 5.49 -0.32 1.35 2.70 6.67 
1995.1 2.05 -9.24* 2.03 -2.56 1.51 8.00* 
1995.2 5.31* 0.67 -0.28 -1.89 2.37 2.25 
1 9 9 6 . 1 1 0 . 5 6 * * -7.63 3.08 -4.75 -4.30 2.68 
1996.2 -0.87 -6.72* -1.93 -1.65 -2.59 -3.82 
1997.1 -0.38 -5.18 -0.97 1.12 -9.79** -5.49 
1997.2 -6.00 -2.16 -0.79 -0.85 -3.16 -1.84 
1998.1 -2.40 -5.33 -2.37 -0.27 3.00 -9.62 
1998.2 14.98 23.86 3.10 -12.40 14.71 11.01 
1999.1 -8.93 46.76 -13.12 16.36 31.91 -15.98 
1999.2 6.38 21.33 -11.83 81.49* | -32.73 - 7 5 ^ 
** Significantly different from zero at the 99 percent level of confidence 
* Significantly different from zero at the 95 percent level of confidence 
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Table 6a: Empirical Results by Simple Regression (Con't) 
P-Ratio GDP Loan Growth IR CPI Ratio 
1993.1 -46.07** -1.66** 2731.28** -37.44* -4236.96** 
1993.2 -93.62** -2.19** 55.27** 119.58** -4380.77** 
1994.1 -27.04** -5.81** 1631.83** 200.74** -4882.92** 
1994.2 -140.22** 3.24** -1088.35** 143.18** -4510.03** 
1995.1 -60.10** 1.38** -179.04 33.14 -4799.57** 
1995.2 -59.60** -6.59** 4.45 -516.09** -5002.12** 
1996.1 0.66 0.11 5059.83** -194.64** -5383.80** 
1996.2 -25.49** -1.09* -90.29 -30.02 -5679.27** 
1997.1 -100.18** -0.39 -748.97** -153.93** -5783.61** 
1997.2 -77.58** -12.10** 14041.67** 293.53** -6024.35** 
1998.1 68.89** 2.79** -1849.88 -31.05* -6656.30** 
1998.2 195.79** -13.85** -3146.32 -240.47** -7078.84** 
1999.1 462.81** 12.67** -3324.96* -517.42** -7788.22** 
1999.2 775.02** -6.97 1318.98 -533.71 -8300.40** 
All Data Constant HP Age Floor Area 
- ^083.86** -3.83 -0.04 -0.37 0.10 0.01 
M500 L500 B500 P500 HK KLN 
“ 4.28 -13.41** 0.63 1.75 -1.93 -7.93* 
P-Ratio GDP Loan Growth IR CPI Ratio 
“ "266.14** 1.16** -1.06 -151.87** -6216.44** 
1993 1994 1996 1997 1998 
-384.51** -383.31** -437.91** -393.58** -346.86** - 3 1 0 . 2 6 * ~ 
*• Significantly different from zero at the 99 percent level of confidence 
* Significantly different from zero at the 95 percent level of confidence 
R square R bar R square R bar R square R bar 
1993.1 0.9597 0.959 1996.1 0.993 0.9929 1999.1 0.9203 0.9174 
1 9 9 3 . 2 0 . 9 8 2 9 0 . 9 8 2 4 1 9 9 6 . 2 0 . 9 9 5 4 0 . 9 9 5 4 1 9 9 9 . 2 0 . 8 4 4 8 0 . 8 3 9 7 
1994.1 0.9882 0.9879 1997.1 0.9968 0.9968 all 0.937 0.937 
1994.2 0.9934 0.9932 1997.2 0.9965 0.9965 
1995.1 0.9957 0.9956 1998.1 0.9943 0.9941 
I 9 9 5 . 2 0.9957 0.9956 1998.2 0.9854 0.985 
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Table 6b: Details on the Coefficients of the Half Yearly Linear 
Regression 
Constant HP y P ^ Floor Area 
" M e a n ~ ^ 6 3 . 1 9 -2.67 1.98 -0.39 ~ ~ 0 . 1 2 0.00 
"Median 5921.75 -2.73 2.58 0.03 -0.01 0.00 
S.D. 1779.89 4.87 18.63 1.10 0.48 0.02 
M500 L500 B ^ P500 HK KLN 
" M e a n 1.62 5.52 -1.17 一5.24 -0.25 -4.76 
Median 1.05 1 .53~~ -0.30 -1.25 -0.63~~ 2.46 
~ S.D. 6.32 15.58 5.14 22.75 ~~13.86 21.79 
P-Ratio GDP Loan Growth IR CPI Ratio 
" M e a n 62.38 -2.18 1029.68 -104.61 -5750.51 
Median -36.55 -1.37 -42.92 -34.25 -5531.54 
一 S.D. 256.99 6.72 4349.67 270.43 1282.36 
Positive Significant Negative Significant 
Variables at 0.05 Level at 0.05 Level Insignificant 
Constant 100.00% 0.00% 0.00% 
HP 0.00% 14.29% 85.71% 
7 . 1 4 % 0 . 0 0 % 9 2 . 8 6 % 
^ 14.29% 7.14% 78.57% 
Floor 0.00% 7.14% 92.86% 
Area 7.14% 7.14% 85.71% 
M500 14.29% 0.00% 85.71% 
L500 0.00% 14.29% 85.71% 
B500 0.00% 0.00% 100.00% 
P500 7.14% 0.00% 92.86% 
HK 0.00% 7.14% 92.86% 
KLN 7.14% 0.00% 92.86% 
P-Ratio 28.57% 64.29% 7.14% 
GDP 28.57% 50.00% 21.43% 
Loan Growth 35.71% 21.43% 42.86% 
m 28.57% 50.00% 21.43% 
CPI Ratio 0.00% 100.00% 0.00% 
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Table 7a: Empirical Results by Log Linear Regression 
Constant HP In Age In Floor In Area 
1993.1 -1.01 0.09 -0.15* -0.06* -0.03 0.01 
1993.2 17.62* 0.01 0.16 -0.10* -0.05 0.22 
1994.1 26.19** -0.18 0.35** -0.04 -0.02 0.12 
1994.2 -25.97 0.10 -0.14 -0.06 -0.03 0.06 
1995.1 16.99** 0.14* 0.03 -0.04 0.02 0.25* 
1995.2 20.68 0.11* -0.02 -0.02 -0.04 0.05 
1996.1 5.10 0.05 0.05 0.01 0.05 0.17 
1996.2 26.73 0.06 0.02 -0.04 -0.02 0.14 
1997.1 -3.47 -0.07 -0.18* -0.06 -0.02 0.13 
1997.2 -51.41 -0.09 -0.03 -0.02 -0.04 0.29** 
1998.1 10.73 0.11 -0.02 -0.08 -0.12** -0.09 
1998.2 25.99 -0.04 -0.18* -0.15 0.01 -0.18 
1999.1 -21.14 -0.09 -0.28 -0.23 0.06 -0.25 
1 9 9 9 . 2 4.23 -0.17 0.28 0.02 0.05 0 . 7 9 * ~ 
M500 L500 B500 P500 HK KLN 
1993.1 0.06 0.05 0.01 0.11 0.02 -0.01 
1993.2 0.00 0.04 0.06 0.13 -0.03 -0.23 
1994.1 -0.13 -0.09 -0.14 0.22 -0.15 -0.17 
1994.2 -0.20** 0.09 -0.04 -0.01 0.08 -0.10 
1995.1 -0.07 -0.17 -0.04 -0.06 0.06 -0.08 
1995.2 0.07 -0.02 0.16** -0.03 0.03 0.01 
1996.1 0.16 -0.29** 0.07 -0.14 0.08 0.00 
1996.2 -0.03 -0.20* -0.01 -0.12 0.02 -0.15 
1997.1 -0.07 -0.17 -0.17* 0.13 -0.29** -0.41** 
1997.2 -0.16 -0.03 -0.14 0.07 -0.08 -0.28** 
1998.1 -0.21 -0.12 -0.16 0.02 -0.07 -0.28* 
1998.2 0.10 -0.04 0.17 -0.27* 0.08 0.01 
1999.1 0.08 0.09 0.12 -0.13 0.28 0.05 
1999.2 0.01 0.05 0.04 0.52* -0.34 - 0 . 4 2 ~ 
** Significantly different from zero at the 99 percent level of confidence 
* Significantly different from zero at the 95 percent level of confidence 
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Table 7a: Empirical Results by Log Linear Regression (Con't) 
In P-Ratio In GDP Loan Growth IR In CPI Ratio 
1993.1 4.05** 0.72 21.96** -0.63 -32.96** 
1993.2 0.87* -2.99 0.62** 1.41** -24.71** 
1994.1 -0.98** -4.52** 6.66* 0.66 -18.54** 
1994.2 2.51** -6.80 0.64 -24.26** 
1995.1 3.45** -2.96* -1.14* -21.77** 
1995.2 3.85** -3.39 11.25** 0.86 -17.41** 
1996.1 2.82** -0.58 14.49 -1.79** -17.23** 
1996.2 2.25** -4.46 -1.51 -16.78** 
1997.1 -1.73** -3.24** -10.81** 
1997.2 -1.31** 10.19 -133.74** -2.36* -9.68** 
1998.1 3.23** -1.17 \ M -0.85** -17.04** 
1998.2 3.69** -4.03 -36.04 -0.65** -13.92** 
1999.1 4.14** 5.11* -2.42 -2.26** -13.71** 
1999.2 4.74** -1.11 -27.21 -1.58 -12.26** 
All Data Constant HP In Age In Floor In Area 
4.78** 0.02 — 0.03 -0.11** -0.02 0.22** 
M500 L500 B500 P500 HK KLN 
0.05 —-0.04 0.00 = 0 . 0 1 -0.01 - 0 . 1 ? ^ 
In P-Ratio In GDP Loan Growth IR In CPI Ratio 
2.21** -0.32 -0.21 -0.58** -16.74** 
1993 1994 1995 1996 1997 1998 
-0.75** -0.56** -0.91** -0.73** -0.50** | -0.78** 
** Significantly different from zero at the 99 percent level of confidence 
* Significantly different from zero at the 95 percent level of confidence 
R square R bar R square R bar R square R bar 
1993.1 0.7201 0.7152 1996.1 0.712 0.7078 1999.1 0.5785 0.5635 
1 9 9 3 . 2 0 . 7 5 2 0 . 7 4 4 8 1 9 9 6 . 2 0 . 7 0 8 5 0 . 7 0 5 5 1 9 9 9 . 2 0 . 5 6 8 6 0 . 5 5 4 4 
1994.1 0.7417 0.7355 1997.1 0.7201 0.717 all 0.63 0.629 
1 9 9 4 . 2 0 . 8 3 5 4 0 . 8 3 0 2 1 9 9 7 . 2 0 . 6 6 1 2 0 . 6 5 4 9 
1995.1 0.8165 0.8118 1998.1 0.6797 0.6722 
1995.2 0.8284 0.8255 1998.2 0.7836 0.7774 
57 
Table 7b: Details on the Coefficients Value of the Half Yearly Log 
Linear Regression 
Constant HP In Age In Floor In Area 
“ M e a n — 3 . 6 6 0.00 -0.01 -0.06 -0.01 0.12 
Median 一7.91 a 0 3 -0.02 -0.05 -0.02 0.13 — 
S .D. 22.96 a n 0 . 1 8 0 . 0 6 0 .05 0 .25 
M500 L500 B500 P500 HK KLN 
Mean -0.03 -0.06 0.00 0.03 -0.02 -0.15 
Median — -0.01 —-0.03 0.00 0.01 0.02 = 0 . 1 3 
“ S . D . 一 0 . 1 2 0.12 0.12 0.19 0 . 1 6 0 . 1 6 
in P-Ratio In GDP Loan Growth IR In CPI Ratio 
- M e a n 2.26 -0.17 -11.18 -0.89 -17.93 
Median 3.02 -1.14 -0.90 -0.99 -17.13 
“ S . D . 2.17 4.40 38.37 1.37 6.29 — 
Positive Significant Negative Significant 
Variables at 0.05 Level at 0.05 Level Insignificant 
Constant 21.43% 0.00% 78.57% 
HP 14.29% 0.00% 85.71% 
LP 7.14% 21.43% 71.43% 
In Age 0.00% 14.29% 85.71% 
In Floor 0.00% 7.14% 92.86% 
In Area 21.43% 0.00% 78.57% 
M500 0.00% 7.14% 92.86% 
L500 0.00% 14.29% 85.71% 
B500 7.14% 7.14% 85.71% 
P500 7.14% 7.14% 85.71% 
HK 0.00% 7.14% 92.86% 
KLN 0.00% 21.43% 78.57% 
In P-Ratio 78.57% 21.43% 0.00% 
In GDP 7.14% 14.29% 7 8 . 5 7 % 
Loan Growth 28.57% 7.14% 64.29% 
m 7.14% 50.00% 42.86% 
In CPI Ratio 0.00% 100.00% 0.00% 
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p o o o o o o o o o o o o o o o 
CN 寸 VOOOOCO 寸… O O O C ^ 寸 o o o o ^ ^ ^ ^ ^ O J C O C N l C N l C N l C O 
days No. days No. — days No. 
^ 4570 1050 i i 2050 16 
100 1830 1100 81 2100 15 
150 853 1150 77 2150 15 
200 581 1200 86 2200 10 
250 393 1250 78 2250 16 
300 272 1300 40 2300 15 
350 234 1350 53 2350 12 
400 199 1400 50 2400 9 
450 195 1450 60 2450 4 
500 177 1500 48 2500 6 
550 192 1550 56 2550 6 
600 169 1600 27 2600 2 
650 146 1650 30 2650 5 
700 129 1700 30 2700 1 
750 143 1750 29 2750 0 
800 126 1800 21 2800 1 
850 175 1850 22 2850 0 
900 143 1900 22 2900 5 
950 96 1950 30 2950 3 
1000 79 2000 31 3000 1 
3050 1 
Note: 
"50 days" means transaction done between 0 to 50 days; “100 days" means 
transaction done between 50 to 100 days and hence forth. 
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Figure 2: Coefficients of Nominal Price Ratio 
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Figure 3: Coefficients of Gross Domestic Product 
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Figure 4: Coefficients of Growth Rate of Loan 
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Figure 5; Coefficients of Interest Rate 
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Figure 6: Coefficients of Inflation Factor 
CPI Ratio 
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Figure 7a: Comparison Between Two Regression Methods 
R square value 
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Figure 7b; Comparison Between Two Regression Methods 
R bar value 
1.2000 
1.0000 - ^ ^ _ # ~ # ~ • ~ • ~ # ~ # ~ • ~ • ~ • ~ 
0.8000 - I • • ^ ^ 
0.6000 - \ ^ 
“ “ - » - R bar (In) 
0 . 4 0 0 0 -
0.2000 -
0.0000 -I——,——I——I——I——I——I——I——I——I——I——I——I——I—— 
� � V / ^ c ^ 中 V W W W W " 
63 
Figure 8: Regression by running physical, location & 
macroeconomic factor separately 
R square values 
1.2000 -1 
1.0000 - ^ ^ _ _ _ ^ ^ ^ ^ ~ ^ J K ~ * ~ 
I — P W . R ] 
0.8000 - X sqr 
• _ \ - - • --Price.R 
0.6000 - \ , _ � • * sqr 
: �� ： �� --A- - -L.Rsqr 
0.4000 - : _� / �� 
•‘ �� ， �� --X--.MW.Rs 
0.2000 - • \ �� qr 
0 . 0 0 0 0 i t i -爽.、 I m t + i . R s q r 
PW. Rsqr - regression include age, floor and area 
Price. Rsqr - regression include nominal price ratio, high and low price group 
L. Rsqr - regression include all location factors 
MW. Rsqr - regression include GDP, Loan Growth and Interest Rate 
I.Rsqr - regression include inflation factor 
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Appendix I: Sensitivity Analysis 
By method (a), when the facilities, i.e. MTR, LRT, bay and police station 
presence within 400 metres from the house, the dummy location variables will equal 
to 1 and 0 otherwise. 
C o n s t a n t HP IJP Age Floor Area 
1993.1 4507.46** -0.98 -1.99 0.34 0.11 0.00 
1993.2 4877.53** 4.62 1.89 -0.36 -0.13 0.00 
1994.1 5920.54** 2.44 3.81 0.13 -0.07 0.00 
1994.2 4052.96** -8.14** 3.57 0.14 -0.05 0.00 
1995.1 4602.58** -3.82 3.60 0.60* 0.07 0.00 
1995.2 6355.48** -5.24* 7.20** -0.14 -0.08 0.01 
1996.1 5308.58** 1.12 4.05 0.27 0.11 0.01* 
1996.2 5942.89** 3.42 4.93 0.05 0.08 0.00 
1997.1 5994.09** -1.50 -0.45 0.50* 0.01 0.00 
1 9 9 7 . 2 8 6 2 5 . 1 4 * * 1.05 -4.72 0.23 -0.12 0.00 
1998.1 6088.70** -6.03 -7.12 -0.54 -0.47** -0.01 
1998.2 9786.64** -8.77 -8.83 -2.38* -0.09 -0.01 
1999.1 5110.43** -8.31 -31.03 -2.54 0.71 -0.07* 
1999.2 19110.45** -5.49 51.77 -0.23 1.41 0.08 
— M500 L500 B500 P500 HK KLN 
1993.1 0.45 7.98* 1.48 1.51 -0.75 4.50 
1993.2 -2.34 7.27 ^ -2.52 -0.82 4.17 
1994.1 -2.32 1.27 -2.92 -0.79 -4.36 5.98 
1994.2 1.69 5.49 1.35 2.62 6.63 
1995.1 -0.50 -8.44* -0.17 -1.02 1.28 7.11* 
1995.2 4.37 1.16 0.54 -0.71 2.32 2.25 
1996.1 9.99** -6.36 ^ -3.07 -4.75 1.19 
1996.2 0.19 -6.46* 1.28 -1.86 -2.70 -2.91 
1 9 9 7 . 1 1.20 -5.24 ^ -0.38 - 9 . 3 8 * * -4.68 
1997.2 -4.04 -2.13 0.98 -1.81 -3.02 -1.40 
1998.1 -2.81 -4.89 -3.08 2.46 1.84 -10.34 
1998.2 10.49 25.31* -5.29 -0.43 8.70 2.24 
1999.1 -26.05 40.82 -26.60 24.27 36.67 -13.51 
—199 9 . 2 12.85 2 7 . 1 3 12.37 108.20* -64.14 - 9 5 . 3 7 * 
** Significantly different from zero at the 99 percent level of confidence 
* Significantly different from zero at the 95 percent level of confidence . 
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P-Ratio GDP Loan Growth IR CPI Ratio 
1 9 9 3 . 1 - 4 5 . 9 5 * * -1.67** 2 7 3 3 . 3 0 * * - 3 7 . 1 9 * - 4 2 3 8 . 9 4 * * 
1 9 9 3 . 2 - 9 4 . 8 9 * * -2.18** 5 5 . 3 7 * * 1 1 9 . 2 7 * * - 4 3 7 8 . 4 1 * * 
1 9 9 4 . 1 - 2 6 . 0 9 * -5.85** 1 6 4 4 . 4 2 * * 2 0 3 . 7 4 * * - 4 8 8 9 . 7 2 * * 
1 9 9 4 . 2 - 1 4 0 . 1 6 * * 3 . 2 4 * * - 1 0 8 6 . 7 6 * * 1 4 3 . 7 6 * * - 4 5 0 9 . 6 1 * * 
1 9 9 5 . 1 - 6 0 . 0 2 * * 1.38 -175.18 32.77 - 4 7 9 8 . 9 5 * * 
1 9 9 5 . 2 - 5 9 . 2 2 *氺 - 6 . 6 1 * * 1.37 - 5 1 6 . 4 9 * * - 5 0 0 1 . 2 6 * * 
1 9 9 6 . 1 0.41 0.11 5 0 4 6 . 4 8 * * - 1 9 2 . 7 8 * * - 5 3 8 2 . 8 2 * * 
1 9 9 6 . 2 - 2 5 . 1 0 * * -1.12* -98.83 -31.30 - 5 6 7 9 . 0 0 * * 
1 9 9 7 . 1 - 9 9 . 8 6 * * -0.38 - 7 3 3 . 1 0 * * - 1 5 6 . 5 6 * * - 5 7 8 4 . 0 1 * * 
1 9 9 7 . 2 - 7 7 . 9 3 * * - 1 2 . 1 0 * * 1 4 0 3 7 . 2 8 * * 2 9 3 . 5 4 * * - 6 0 2 3 . 4 1 * * 
1 9 9 8 . 1 6 8 . 2 3 * * 2 . 8 3 * * - 1 7 5 5 . 7 3 - 3 0 . 5 1 * - 6 6 5 4 . 3 8 * * 
1 9 9 8 . 2 1 9 4 . 9 4 * * - 1 3 . 9 8 * * - 3 1 6 5 . 6 3 - 2 3 8 . 7 7 * * - 7 0 7 7 . 0 8 * * 
1999.1 465.46** 12.68** -3225.99* -503.06** -7787.58** 
1999.2 773.64** -7.09 2283.68 -498.85 丨-8282.10**1 • 
All Data Constant HP Age Floor Area 
6 0 8 1 . 8 3 * * " -3.78 -0.06 -0.30 0.09 0.01 
M500 L500 B500 P500 HK KLN 
3.19 ~ 1 2 . 6 5 * * 1.03 3.70 -3.12 - 8 . 9 9 ^ 
P-Ratio GDP Loan Growth IR CPI Ratio 
" 2 6 6 . 1 5 * * 1.16** -0.84 - 1 5 2 . 0 0 * * - 6 2 1 5 . 6 7 * * 
1993 1994 ^ 1996 1997 1998 
- 3 8 4 . 2 6 * * - 3 8 3 . 0 0 * * - 4 3 7 . 6 3 * * - 3 9 3 . 3 7 * * - 3 4 6 . 7 4 * * - 3 1 0 . 2 2 * * 
** Significantly different from zero at the 99 percent level of confidence 
* Significantly different from zero at the 95 percent level of confidence 
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By method (b), when the facilities, i.e. MTR, LRT, bay and police station 
presence within 600 metres from the house, the dummy location variables will equal 
to 1 and 0 otherwise. 
Constant HP Age Floor Area 
1993.1 4503.71** -0.94 -1.58 0.21 0.11 0.00 
1993.2 4869.37** 3.71 1.48 -0.60 -0.13 0.00 
1994.1 5910.01** 1.03 3.22 -0.08 -0.06 0.00 
1994.2 4046.91** -7.62** 3.79 0.20 -0.04 0.00 
1995.1 4603.31** -4.02 3.75 0.47* 0.07 0.00 
1995.2 6354.62** -5.31* 7.13** -0.25 -0.05 0.01 
1996.1 5313.33** 1.73 3.30 0.39 0.12 0.01 
1996.2 5938.31** 3.01 5.07* -0.07 0.09 0.00 
1997.1 5997.89** -1.63 -0.35 0.33 0.01 0.01 
1997.2 8628.54** 0.90 -5.09 0.23 -0.13 0.00 
1998.1 6072.10** -6.14 -12.81 -0.66 -0.47** -0.01 
1998.2 9752.94** -8.50 -11.43 -2.60** -0.13 -0.01 
1999.1 5114.13** -10.45 -37.26 -2.12 0.67 -0.06 
1999.2 18986.75** I -6.60 38.25 2.10 | 1.34 | 0.06 
M500 L500 B500 P500 HK KLN 
1993.1 1.88 7.52 L ^ 0.66 -0.46 4.01 
1993.2 2.40 7.20 3.65 -3.78 -2.01 2.55 
1994.1 7.06 0.50 -3.09 -2.09 -7.47 -0.74 
1994.2 -0.03 5.82 OM 1.43 3.14 7.62 
1995.1 2.76 -8.46* 1.74 -3.16 1.51 6.93 
1995.2 7.47** -1.25 -3.89* -2.48 1.15 -2.92 
1996.1 6.14 -7.84 -2.56 -3.66 -4.21 -1.73 
1996.2 2.12 -7.94* -1.23 -2.26 -3.11 -4.95 
1997.1 4.42 -4.04 -0.13 -10.18** -7.59* 
1997.2 — -5.06 -0.75 0.75 -0.88 -2.90 0.98 
1998.1 1.42 0.28 -5.54 0.73 0.91 -13.16 
1 9 9 8 . 2 18.64 2 5 . 7 2 * 0.10 -13.96 15.19 2.00 
1999.1 -8.06 62.30 -21.24 26.40 32.42 -16.87 
1 9 9 9 . 2 -29.79 9 5 . 9 9 18.89 9 8 . 0 4 * -18.54 -31.36 
** Significantly different from zero at the 99 percent level of confidence 
* Significantly different from zero at the 95 percent level of confidence 
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P-Ratio GDP | Loan Growth IR CPI Ratio 
1993.1 -45.46** -1.66** 2738.40** -36.97* -4236.52** 
1993.2 -95.53** -2.15** 55.58** 119.55** -4374.76** 
1994.1 -26.88** -5.81** 1638.79** 203.15** -4884.69** 
1994.2 -140.37** 3.28** -1107.16** 141.01** -4509.91** 
1995.1 -60.02** 1.37** -186.17 33.37 -4799.52** 
1995.2 -60.07** -6.57** 17.28 -514.20** -5003.20** 
1996.1 -0.49 0.11 5054.38** -194.49** -5382.40** 
1996.2 -25.49** -1.08* -92.29 -31.23 -5679.31** 
1997.1 -100.01** -0.39 -745.81** -156.02** -5783.66** 
1997.2 -76.94** -12.11** 14051.33** 293.08** -6025.14** 
1998.1 68.30** 2.93** -1725.04 -30.91* -6653.44** 
1998.2 195.41** -13.76** -3082.12 -240.70** -7084.07** 
1999.1 464.26** 12.59** -3309.00* -501.49** -7787.83** 
1 9 9 9 . 2 7 7 7 . 4 3 * * -6.73 2 5 4 8 . 0 0 -497.17 |-8272.96**| 
All Data Constant HP Age Floor Area 
6080.51** -3.91 — 0.01 -0.26 0.10 0.01 
M500 L500 B500 P500 HK KLN 
1.62 -9.52* 0.54 2.65 -0.86 - 7 . 2 3 ~ 
P-Ratio GDP Loan Growth IR CPI Ratio 
"265.95** 1.16** -1.15 -152.04** -6214.58** 
1993 1994 1995 1996 1997 1998 
1-384.20**1-383.16**1 -437.57** |-393.38**| -346.64** |-310.16** 
** Significantly different from zero at the 99 percent level of confidence 
* Significantly different from zero at the 95 percent level of confidence 
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Appendix II; Regression with Interacting Terms 
Empirical results of linear Regression with interacting terms: 
Constant HP ^ Ag^ Floor Area 
1993 2437.00** 0.36 -0.14 0.14 0.00 
1994 6436.32** -2.99 ^ -1.28 -0.05 -0.01 
1995 3283.18** -2.91 -0.58 -0.09 -0.01 
1996 2822.43** 1.80 5.35** 0.03 0.27 0.01 
1997 5104.16** 0.17 0.48 -0.05 0.00 
1998 2919.27** -23.87** -3.35 -3.27 -0.26 -0.01 
1999 6694.72* -3.94 22.10 -20.12** -1.49 -0.24** 
all -426.22 -3.12 1.18 -0.21 -0.01 
M500 L500 B500 P500 HK KLN 
1993 0.13 8.93** 3.46 0.62 -1.23 3.85 
1994 3.28 2.73 OJJ -0.51 -2.02 5.13 
1995 2.91 0.18 -3.06 1.75 4.07 
1996 3.64 -6.39* 0.57 -2.93 -2.14 0.07 
1997 -1.87 -2.84 -0.39 -0.48 -6.12** -1.21 
1998 12.81 -4.45 8.90 -13.21* 18.23* 8.98 
1999 -7.81 21.12 -31.41 35.29 12.71 -39.20 
all -17.66** 12.18** 6.95 15.35** -13.19** -6.24 
P-Ratio GDP Loan Growth IR CPI Ratio Age*FIoor 
1993 485.64 12.07** 19243.39** -1199.75** -3508.73** 0.00 
1994 869.80** -9.59** -5705.17 -10679.64**-6432.81** 0.01 
1995 -700.00** 11.25** 100396.70** 2625.06** -2796.83** 0.00 
1996 -17.35 13.76** 56906.17** -1335.26* -3642.84** -0.01 
1997 861.45** 3.89* 117558.94** 3257.05** -6162.50** 0.00 
1998 750.47** 17.99** -203512.84** -2467.12** -4857.30** 0.05 
1 9 9 9 - 3 1 2 7 . 6 0 * * 11.02 3 7 8 8 9 . 7 9 1 5 9 5 8 . 4 9 * * - 3 5 9 0 . 1 2 0.06 
all 1-4442.11**1 36.56** 10647.63** 705.92* 13570.10** | 0.03 
I 
** Significantly different from zero at the 99 percent level of confidence 
* Significantly different from zero at the 95 percent level of confidence 
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Age* Floor * P-Ratio* P-Ratio* P-Ratio* P-Ratio* 
Area Area GDP Loan Growth IR CPI Ratio 
1993 0.00 0.00 -4.24** 32.57 349.49** 187.50 
1994 0.00* 0.00 -4.38** -1434.90 -122.64 -143.23 
1995 0.00 0.00 0.76 704.77 -75.17 551.25** 
1996 0.00 0.00 -0.90 291.38 28.21 213.62** 
1997 0.00 0.00 -2.89** -1189.04* 244.58** -374.37** 
1998 0.00 0.00 -1.97 -29728.49** -170.50** -341.88** 
1999 0.02** 0.00 13.41** -1054.04 82.71 1006.73** 
all 0.00** 0.00 19.24** -4178.56** -374.62** 1021.10** 
GDP* GDP* GDP* Loan Growth* Loan Growth* IR* 
Loan Growth IR CPI Ratio IR CPI Ratio CPI Ratio 
1993 -110.31** 9.09** -5.61 -3102.53** 293.81 -727.48* 
1994 17.14 62.22** 9.70* -24929.15** 6471.05** 91.54 
1995 -490.95** -16.72** -13.77** -81870.28** -6798.56** 279.94 
1996 -239.47** 6.03 -9.67** -5380.14 -9593.85** -8.89 
1997 -642.17** -14.90** 2.21 33423.24** 7764.57** -521.72** 
1998 947.58** 12.38** -7.77 81453.08** 49407.05** 319.02* 
1 9 9 9 - 1 6 8 . 9 6 - 8 0 . 6 8 * * -27.07 6 9 5 2 3 . 4 8 * 1079.64 - 3 2 2 . 8 7 
all -98.75** 1-7.07**1-54.39**1 -2394.45** 11335.99** | 869.89** 
** Significantly different from zero at the 99 percent level of confidence 
* Significantly different from zero at the 95 percent level of confidence 
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Constant HP ^ A ^ Floor Area 
Mean — 4 2 4 2 . 4 4 -4.48 3.85 -3.55 一 -0.22 -0.04 
Median ~ ~ 3 2 8 3 . 1 8 ~ 2 . 9 1 2.71 -0.58 -0.05 -0.01 
S.D. — 1803.53 8.81 8.66 7.41 0.58 0.09 
M500 L500 B500 P500 一 HK KLN 
Mean 1.87 2.75 -2.45 2.25 “ 3.02 -2.62 
Median 2.91 —0.18 0.57 -0.51 -1.23 3.85 
S.D. 一 6.28 T"56 13.16 15.29 8.95 16.47 
P-Ratio GDP Loan Growth IR CPI Ratio Age*F丨oor 
Mean ~~-125.37 8 . ^ 17539.5厂 879.83 -4427.30 0.01 
Median — 4 8 5 . 6 4 11.25 37889.79 -1199.75 ~~3642.84 0.00 
S.D. ~ 1 4 4 1 . 0 6 T o ^ 106646.17 8063.47 1416.35 0.03 
Age* Floor* P-Ratio* P-Ratio* P-Ratio* P-Ratio* 
Area Area GDP Loan Growth IR CPI Ratio 
Mean 0 . 0 0 0 . 0 0 -0.03 - 4 6 2 5 . 3 9 4 8 . 1 0 157.09 
Median — 0.00 0.65" -1.97 -1054.04 28.21 187.50 
S.D. ~ ~ 0.01 0.00 6.20 11099.47 192.86 500.50 
GDP* GDP* GDP* Loan Growth* Loan Growth* IR* 
Loan Growth IR CPI Ratio IR CPI Ratio CPI Ratio 
Mean - 9 8 . 1 6 -7.43 — 9 8 7 3 . 9 6 6 9 4 6 . 2 4 - 1 2 7 1 1 " 
Median - 1 6 8 . 9 6 —6.03 -7.77 - 3 1 0 2 . 5 3 1 0 7 9 . 6 4 ~ -8.89 
S.D. 513.52 142.98 I 11.70 56665.01 19769.43 404.35 
R square R b a r 
0.9715 0.9709 
0.9912 0.9909 
19^ 0.9959 0.9958 
0.9944 0.9943 
0.9968 0.9968 
1 9 ^ 0.9869 0.9866 
0.8781 0.8743 
A l l 0.9164 0.9162 
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Positive Negative 
Significant at Significant at 
Variables 0.05 Level 0.05 Level Insignificant 
Constant 100.00% 0.00% 0.00% 
HP 0.00% 14.29% 85.71% 
LP 14.29% 0.00% 85.71% 
^ 0.00% 14.29% 85.71% 
Floor 0.00% 0.00% 100.00% 
A r ^ 0.00% 14.29% 85.71% 
M500 0.00% 0.00% 100.00% 
L500 14.29% 14.29% 71.43% 
B500 0.00% 0.00% 100.00% 
0 . 0 0 % 1 4 . 2 9 % 8 5 . 7 1 % 
HK 14.29% 14.29% 71.43% 
KLN 0.00% 0.00% 100.00% 
P-Ratio 42.86% 28.57% 28.57% 
G j ^ 71.43% 14.29% 14.29% 
Loan Growth 57.14% 14.29% 28.57% 
IR 42.86% 57.14% 0.00% 
CPI Ratio 0.00% 85.71% 14.29% 
Age*FIoor 0.00% 0.00% 100.00% 
Age*Area 28.57% 0.00% 71.43% 
Floor* Area 0.00% 0.00% 100.00% 
P-Ratio*GDP 14.29% 42.86% 42.86% 
P-Ratio*Loan Growth 0.00% 28.57% 71.43% 
P-Ratio*IR 28.57% 14.29% 57.14% 
P-Ratio*CPI Ratio 42.86% 28.57% 28.57% 
GDP*Loan Growth 14.29% 57.14% 28.57% 
GDP*IR 42.86% 42.86% 14.29% 
GDP*CPI Ratio 14.29% 28.57% 57.14% 
Loan Growth*IR 42.86% 42.86% 14.29% 
Loan Growth*CPI Ratio 42.86% 28.57% 28.57% 
— IR*CPI Ratio 14.29% | 28.57% 57.14% 
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Empirical results for log linear regression with interacting terms: 
Constant HP LP In Age In Floor In Area 
1993 -25.12** 0.01 -0.07 -0.04 -0.49 -0.07 
1 9 9 4 12.72 0.00 0.08 0.51 0.00 0.34 
1995 19.60** 0.12** 0.00 0.03 -0.27 0.01 
1996 -7.76 -0.02 0.04 0.68 -0.01 0.33 
1997 -55.86** -0.02 -0.03 -0.75 0.84* 0.23 
1 9 9 8 7.52 0.04 -0.14 -0.38 0.09 0.01 
1999 27.58* -0.14 0.05 -5.09* -0.89 -1.71* 
all -5.53** 0.03 0.03 -0.46 0.07 0.16 
M500 L500 B500 P500 HK KLN 
1993 0.04 0.06 0.00 0.10 -0.09 -0.10 
1 9 9 4 -0.04 -0.07 -0.01 0.07 -0.09 -0.06 
1995 0.00 -0.07 0.08 -0.02 0.04 -0.03 
1996 0.08 -0.35** 0.01 -0.12* 0.02 -0.02 
1997 -0.03 -0.09 -0.12** 0.08 -0.10* -0.09 
1998 -0.07 -0.06 0.00 -0.06 0.00 -0.15 
1999 0.03 0.05 0.02 0.13 0.04 -0.11 
all 0.01 -0.02 0.01 0.00 -0.02 -0.13** 
In P-Ratio In GDP Loan Growth IR In CPI Ratio In Age*In Floor 
1993 232.40** 5.59** 982.77** -31.23 -323.70** -0.01 
1994 -79.07** -2.21 334.18 -209.68 65.69 0.02 
1995 -41.15* -3.17** 140.89 -99.15 -207.15** -0.03 
1996 28.73 1.70 1155.13* 24.58 51.32 -0.03 
1997 104.03** 11.11** 8779.35** 300.53** -90.47 -0.01 
1998 10.03 -0.67 -346.22 6.10 -319.70** 0.07 
1999 -22.39 -2.27 2578.97* 77.27 -23.33 0.03 
all -31.87** 1.58** 127.50** 4.84 -129.30** Q.QO . 
** Significantly different from zero at the 99 percent level of confidence 
* Significantly different from zero at the 95 percent level of confidence 
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In Age* In Floor* In P-Ratio* In P-Ratio* In P-Ratio* In P-Ratio* 
In Area in Area In GDP Loan Growth IR In CPI Ratio 
1993 0.00 0.07 -45.43** 3.13* 1.67 -63.37** 
1994 -0.09 0.00 14.83** -4.04 -29.76** 
1995 0.00 0.05 8.58* 1.64 
1996 -0.09 0.01 -5.36 -63.64** 0.95 -18.33** 
1997 0.11 -0.13* -19.99** -103.49** 5.23** -22.25** 
1998 0.02 -0.04 -1.35 -87.21 — 0.34 -3.56** 
1999 0.74* 0.13 5.06 ^ 5.91** 
all 0.06 -0.01 6.44** -11.85** -4.97** -0.44 
In GDP* In GDP* In GDP* Loan Growth* Loan Growth* IR* 
Loan Growth IR In CPI Ratio IR In CPI Ratio In CPI Ratio 
1993 -189.80** 6.05 56.10** -30.13** -3.62 -12.74 
1994 -63.13 40.68 -17.81 -78.41 -36.13 4.52 
1995 -24.11 18.70 35.70** -155.21 158.59** -8.80 
1996 -217.49* -5.46 -13.27* 84.85 7.07 -18.11** 
1997 -1667.92** -56.70** 13.28 409.12** 79.17** -8.46 
1998 61.83 -1.41 57.39** -61.69 -202.88 -4.40** 
1999 -485.86* -14.97 1.94 119.06 50.73 -6.10 
all -24.61** -0.93 | 21.33** -9.01** -0.09 -3.21* 
** Significantly different from zero at the 99 percent level of confidence 
* Significantly different from zero at the 95 percent level of confidence 
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Constant HP In Age In Floor In Area 
Mean -3.05 0.00 -0.01 -012 -0.12 
Median 7.52 0.00 0.00 0.01 
S.D. 29.18 0.08 0.08 O M 0.72 
M500 L500 B500 P ^ HK KLN 
Mean 0.00 -0.07 0.00 -Om -0.08 
Median 0.00 -0.07 0.00 O m -0.09 
S.D. 0.05 0.14 0.06 0.05 
In P-Ratio In GDP Loan Growth IR In CPI Ratio In Age* 
in Floor 
Mean 33.23 1.44 1946.44 ^ -121.05 0.01 
Median 10.03 -0.67 982.77 ^ -90.47 -0.01 
S.D. 105.26 5.22 3155.93 158.66 164.83 0-04 
In Age* In Floor* In P-Ratio* In P-Ratio* In P-Ratio* In P-Ratio* 
In Area In Area In GDP Loan Growth IR In CPI Ratio 
Mean 0.10 0.01 -6.24 -36.54 -18.53 
Median 0.00 0.01 -1.35 -18.33 
S.D. 0.29 20.58 ^ 23.73 
In GDP* In GDP* In GDP* Loan Growth* Loan Growth* IR* 
Loan Growth IR In CPI Ratio IR In CPI Ratio In CPI Ratio 
Mean -369.50 -1.87 19.05 4 1 ^ -7.73 
Median -189.80 -1.41 13.28 -30.13 -8.46 
S.D. 599.17 30.24 31.22 187.92 112.63 7.05 
‘ R square R bar 
1993 0.773 0.768 
— 1994 — 0.825 _ 0.821 
“ 1995 0.823 _ 0.820 — 
一 1996 0.737 0.734 
一 1997 0.824 — 0.821 
— 1998 0.730 _ 0.724 
一 1999 0.576 — 0.563 
All 0.632 0.631 
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Positive Negative 
Significant at Significant at 
Variables 0.05 Level 0.05 Level Insignificant 
Constant 28.57% 28.57% 42.86% 
H P 14.29% 0.00% 85.71% 
LP 0.00% 0.00% 100.00% 
In Age 0.00% 14.29% 85.71% 
In Floor 14.29% 0.00% 85.71% 
In Area 0.00% 14.29% 85.71% 
M500 0.00% 0.00% 100.00% 
L500 0.00% 14.29% 85.71% 
B500 0.00% 14.29% 85.71% 
P500 0.00% 14.29% 85.71% 
HK 0.00% 14.29% 85.71% 
KLN 0.00% 0.00% 100.00% 
In P-Ratio 28.57% 28.57% 42.86% 
In GDP 28.57% 14.29% 57.14% 
_ Loan Growth 57.14% 0.00% 42.86% 
IR 14.29% 0.00% 85.71% 
In CPI Ratio 0.00% 42.86% 57.14% 
In Age*In Floor 0.00% 0.00% 100.00% 
In Age*ln Area 14.29% 0.00% 85.71% 
In Floor*丨n Area 0.00% 14.29% 85.71% 
In P-Ratio*ln GDP 28.57% 28.57% 42.86% 
In P-Ratio*Loan Growth 14.29% 28.57% 57.14% 
In P-Ratio*IR 14.29% 0.00% 85.71% 
In P-Ratio*ln CPI Ratio 14.29% 71.43% 14.29% 
In GDP*Loan Growth 0.00% 57.14% 42.86% 
In GDP*IR 0.00% 14.29% 85.71% 
In GDP*ln CPI Ratio 42.86% 14.29% 42.86% 
Loan Growth*IR 14.29% 14.29% 71.43% 
Loan Growth*ln CPI Ratio 28.57% 0.00% 71.43% 
IR*ln CPI Ratio 0.00% 28.57% 71.43% “ 
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Appendix III: Correlation between Macroeconomic Factors 
CPI (A) GDP Loan IR 
CPI (A) 1.000 0-137 0.575 0.281 
GDP 1.000 0.050 -0.033 
Loan Growth 0.082 
I R 1.000 
From the table, we can see that only the correlation between the inflation 
factor and loan growth is high while the correlation with other factors are low. This 
happens maybe due to the fact that not all the factors are responsive to the inflation 
rate in the same period. 
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